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BOSTON LODGING MARKET:
RESILIENCE & RECOVERY

POWERED BY
DEMAND DIVERSITY AND MUTED SUPPLY GROWTH
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Like many cities unable to immediately benefit from the post-pandemic boom enjoyed by many
sunbelt destinations, Boston’s lodging recovery took longer to evolve. Not long ago, we commented
that the pandemic hit Boston’s historically vibrant hospitality economy early and hard, plummeting
hotel occupancy to almost zero and closing many hotels for over a year. At one point, Boston was
the worst-performing of the Top 25 lodging markets tracked by STR.

Despite the challenges and a slow start, the Boston market’s resiliency was demonstrated by a
surging recovery in 2023 that continued into the first half of 2024. In the June 2024 year-to-date
period, the Boston market achieved RevPAR growth of 8.4%, the third highest among the top 25
lodging markets tracked by STR.
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https://tpghotels.com/wp-content/uploads/2022/06/Market-Snapshot-Boston-The-Plasencia-Group-June-22.pdf

Boston’s June
2024 YTD
RevPAR is 7%
higher than the
same period in
2019. Although
2024 YTD
occupancy
lags 2019 YTD
by 5%, ADR is
outpacing 2019
levels by 12%.
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Boston TTM RevPAR Trend
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Boston TTM Occupancy Trend

Source: CoStar, STR

Boston TTM ADR Trend

Pa—

Source: CoStar, STR




A DIVERSE FOUNDATION OF

DEMAND GENERATORS

Boston’s diverse foundation of lodging
demand generators, including tourism,
meetings, conventions, education, medical,
life-science, and business travel, is critical to
the market’s resiliency.

In particular, a strengthening convention
calendar following the opening of the 1,054-
room Omni at the Seaport in September 2021
and a healthy revival of air travel capacity
and passenger volume at Logan International

Airport have helped fuel the market’s recovery.

The Boston Convention & Exhibition Center
had a record year in 2023, and the event
calendar continues to be strong. A resurgence
of international airport traffic has especially
benefited Boston’s tourism, convention, and
business sectors.
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AIRPORT VOLUME CONTINUES TO IMPROVE

International travel has led Boston Logan International Airport’s recovery in the wake of the
pandemic. International travel has rebounded to new heights following the reintroduction of the
airport’s Terminal E, which was modernized at a cost of $640 million and reopened in November
2023. The project expanded the international terminal to 390,000 sq ft, adding four additional gates
and new amenities.

This year through June, international activity at Logan approached 28,000 flights, 4% more than
scheduled in June 2019 YTD. More importantly, international passenger volume is up 13% through
June this year compared to the same period in 2019. This booming international has paced the
airport as domestic travel continues to bounce back. The significant revival of international travel is
also essential in sustaining Boston’s lodging market recovery.

June YTD Growth in Passenger Count June YTD Passenger Count

16% 25

8%

4%

Percent Change
Passengers in millions

0% —

-4%

-8% 0 . . .

Domestic International Total 2019 2023 2024

2023 @ 2024 Domestic @ International @ Total

Source: Massport Source: Massport

MARKET INSIGHTS: BOSTON LODGING MARKET RESILIENCE & RECOVERY 5 K%ﬂ




SUPPLY AND DEMAND DYNAMICS BODE WELL FOR THE FORESEEABLE FUTURE

While most demand segments have recovered or are on a solid path to do so, business travel
continues to lag, and its future remains to be determined. A “return to the office” culture appears
weaker in Boston than in other urban centers. According to the Bureau of Labor Statistics (BLS),
white-collar employment is declining in Boston. Office-using jobs dropped 1.2% in the Boston metro
in Q1 of this year, and several sources report current office vacancies of 20-25%.

Mitigating some of the drag from weaker business travel demand is the favorable outlook for new
supply impact. Recent additions to hotel inventory include the previously mentioned Omni, the
147-room Raffles that opened in September 2023, and the soon-to-open CitizenM Back Bay with
380 rooms. Overall, room inventory was reduced in 2023 when 428 rooms in the south tower of the
Sheraton Boston were converted to student housing for Northeastern University.

The new construction pipeline is minimal and constrained by higher debt and construction costs,
and very few sites available for development. Boston currently ranks 20th in total future hotel room
pipeline of the Top 25 markets, as reported by STR. Most pipeline projects are in the early planning
stages and will likely take years to come to fruition. This bodes well for continuing a favorable supply
and demand dynamic in the market for the foreseeable future.

BOSTON IS BACK

The bottom line is Boston is again showing its historical resiliency. Despite some challenges and lagging
business travel demand, Boston’s diverse demand base and positive fundamentals should provide a
solid foundation for a sustained recovery. As debt markets and investor sentiment eventually improve,
we expect Boston to be high on the list for those pursuing acquisitions of hotel properties.

If you’re contemplating a disposition or looking to acquire a property in Boston, let The Plasencia
Group team leverage our over thirty-one years of market expertise and Northeast know-how. We
invite you to get in touch with one of our Investment Sales team members today to discuss how we
can help you achieve your investment objectives.

For more valuable hospitality industry news and market analysis, visit us online and opt-in to our
communications list at tpghotels.com/company-news

About The Plasencia Group Contact us today if our experienced
advisory team can assist you in

evaluating your current portfolio

In 1993, The Plasencia Group was formed to provide hotel and resort owners and strategizing for the weeks and
investment advisory services at a personal level. Thirty years and hundreds of months ahead. We look forward to
engagements later, we still have the privilege of making our clients successful the opportunity to serve you.

with the passion, access, and certainty they’ve come to expect. Our firm

offers investment sales, asset management, development and renovation (813) 932-1234 m
management, debt and equity sourcing, and advisory services to hotel and info@tpghotels.com
resort owners throughout North America. tpghotels.com
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